O B E R K A L E R Ober, Kaler, Grimes & Shriver
A Professional Corporation
Attorneys at Law 100 Light Street
Baltimore, MD 21202
410.685.1120 Main

410.547.0699 Fax
www.ober.com

December 12, 2014

Howard L. Sollins
hisoliins@ober.com
410.347.7369 / Fax: 443.263.7569
Offices In

VIA EMAIL AND FIRST CLASS MAIL Maryland
Washington, D.C.

. ] Virginia

Kevin McDonald, Chief

Certificate of Need

Maryland Health Care Commission

4160 Patterson Avenue

Baltimore, Maryland 21215

Re:  Adventist Healthcare, Inc. d/b/a Washington Adventist Hospital
Docket No. 13-15-2349
Response to Request for Additional Deliverables and Additional
Information Dated December 4, 2014

Dear Mr. McDonald:

On behalf of Adventist Healthcare, Inc. d/b/a Washington Adventist Hospital
(WAH), we are hereby submitting the required six (6) copies of our first response to
your December 4t letter regarding the above-referenced project. In your letter, you
requested two deliverables necessary to docket the application, and posed some
additional information questions.

Attached are the two deliverables, and an electronic copy of this response will
also be provided in Word and/ or Excel format as applicable.

With respect to the additional informational questions, WAH will be responding
under separate cover.

I hereby certify that a copy of this Response has also been forwarded to the
appropriate local health planning agency, as noted below.

Sincere

AN
LAY -

Howard L. Sollins

2873054.1



Kevin McDonald, Chief OBER KALER
December 12, 2014
Page 2

HLS/tjr
Enclosures
cc: Paul Parker, Director
Joel Riklin, Program Manager
Suellen Wideman, Assistant Attorney General
Ms. Ruby Potter, Health Facilities Coordination Office
Patricia Tomsko Nay, MD, CMD, CHCQM, FAAFP, FAIHQ, FAAHPM

Medical Director, Office of Health Care Quality
Maryland Department of Health and Mental Hygiene

Donna Kinzer, Executive Director
Health Services Cost Review Commission
Ulder Tillman MD, MPH, Health Officer
Montgomery County
Terry Forde, President,
Adventist HealthCare
Eric Wangsness, President, Washington Adventist Hospital
Robert E. Jepson, Vice President, Business Development
Geoffrey Morgan, VP for Expanded Access
Patricia Cameron (E-copy only)
Thomas Dame, Esquire (E-copy only)
Susan Silber, Esquire (E-copy only)
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Adventist HealthCare - Takoma Park
Behavioral Health Renovation
CAPITAL BUDGET

A. Uses of Funds
Capital Costs

1.

2.

a.
(1
@
®)
4)
®)
©

b.
N
)
©)
(4)
®)

C.

(1
@
©)
(4)

(1

()

New Construction

Building & Fixed Equipment

Fixed Equipment (Included above)
Land Purchase

Site Preparation - Land Improvements
Architect/Engineering Fees

Permits, (Building, Utilities, Etc.)
SUBTOTAL

Renovations

Building demolition
Renovations

Fixed Equipment
Architect/Engineering Fees
Permits, (Building, Utilities, Etc.)
SUBTOTAL

Other Capital Costs
Major Movable Equipment

Minor Movable Equipment
Contingencies

Other (Specify)

a. Furniture

b. Interior & Exterior Signage
c. I1S/Comm

d. Security system
e. Relocation expense

f. Certifications, inspections, etc.

g. Takoma Park Capital Facility Upgrades

TOTAL CURRENT CAPITAL COSTS (a-c¢)

Non Current Capital Cost

Interest (Gross)

Inflation Allowance (2.0% per year to midpoint of
each construction phase)

TOTAL PROPOSED CAPITAL COSTS (a-d)

Financing Cost and Other Cash Requirements:

a.
b.

Loan Placement Fees
Bond Discount

Behavioral Health
Takoma Park

400,000
3,300,000
500,000
19,000

$ 4,219,000

200,000

200,000
100,000

$ 4,719,000

400,000

$ 5,119,000



Adventist HealthCare - Takoma Park
Behavioral Health Renovation
CAPITAL BUDGET

Legal Fees (CON Related) -
Legal Fees (Other)
Printing
Consultant Fees -
CON Application Assistance
Other (Specify)
g. Liquidation of Existing Debt
h. Debt Service Reserve Fund -
i. Principal Amortization
Reserve Fund
j.  Other (Specify) 104,506

~0 a0

TOTAL (a-j) $ 104,506

3. Working Capital Startup Costs

TOTAL USES OF FUNDS (1 - 3) $ 5,223,506
B. Sources of Funds for Project: Phase 3

Takoma Park

1 Cash 5,223,506
Pledges: Gross , less allowance for
uncollectables =Net

3 Gifts, bequests
4 Interest income (gross)
5 Authorized Bonds
6 Mortgage
7 Working capital loans
8 Grants or Appropriation
(a) Federal
(b) State
(¢) Local
9 Other (Specify) (Land)

TOTAL SOURCES OF FUNDS (1-9) $ 5,223,506




9r9$ 8664 95¢$ 1818 012$ | I - 8 - 8 B - % - 8 - ¢  sosuadxg JOAO SONUIASY JO $S90X3
- - - - - - - - - {esuadx3) awicou ugesadQ-uoN O
|
%8y %E Y %3C %)’} %8’} “ uibrep
9v9 866 95¢ e} 1] ¥4 1 - - - . . - - suopjesado wouj (ssoj) awosu)
6.8 106 916 €66 162 “ - . . - - - . asuadxg 1sesou)
86l 86l 861 861 85l - - - . . - - uoneaidag 1)
760} (AR (3] 98T’} 08L'L “ - . . - - - - Jeziuowy pue uogeaideq
|
%9'0¢ %6°'0C %502 %0702 %5'61 ] ubey
VLT L't £65°C 'z (i) 4 “ . - - - - - - valas
I
%€ %€T %T %' vN ] )
16900 BLE0L 9800l 6586 geo's | - - - - - - - sasuady3 Bupesedo jejoL
. N N N - T - - - - - - - suogonpa( asuadxy
9g8 €8 1€8 818 908 " - - - - - - - 100200}l PBEUIBAQ - J8O
6L 8 L Ll 9 1 - - - - - - - 8ouRINSU|
16 (413 €6L Gel 1L I - - - - - - - aoueusjurRp pue Buippng
. - - - - } - - - - - - - $394 [BUOISSBJ0Id
£1y 1o 05p 6cv 82y " - - - - - . . SAJEISIUILDY 3 [BIBUBE)
¥e6 216 168 0.8 058 1 - - - - - - - SOOI paseyaind
0le £0e 962 062 €8¢ I - - - - - - - loge 1oequo)
€Ly 1 9y 6l¥ 0y 1 - - - - - - - sayddng
891} Jrdy’ 2011 8.0°t ¥50°t “ - - - - - - - spjouag safoldwiz
195'G 198G 612'S vEL'G 120°G [ - - - - - - - sabep pue Sauees
I
%6°C %6'C %6'C %67 | Yimoi9
el st 697 vesns  esw b o- : - . - - . sanuaay Bugeledo [ejoL
- - - - - HEE - - - - - - anusasy Buneladg 19
I o Bugelado J10
I
el Sho'el 697 74544} g6 b - - - - - - - anuasy Justed 19N
05"y 8’y 601y ¥66°C 788'¢ “ - - - - - - - suogonpaq
|
VAL gL'l 88204 11891 098'GL 1 - - - - - - - SNUAAJY SSOI0)
- - - - - 1 - - - - - - - anusAay 9N
8197 4304 £5v'C 7182 62T " - - - - - - - anuaAsy Jusneding
£51'GL% 68L'71$ 9ee'yL$ y6'cLS 795'¢1$ | -4 - 8 - § - - 8 -8 - 8 anuaAay Juenedu|

(dzzor  (dizoz  (Dozoz  (dewoz  (dewoz  (Daoz  (daoz sz (dyez  ivlewz  (vzioz

(5.000)

Alu0 upfesH feso1neyag - p uondo




VT X4 X4 X4 (47 {teaiu)10) gOv/ALd

0z 0z 0Z 0z 0z JoGeT] JPRIU0Y
29 29 99 2'9 29 (sdo B Jueld *Aunag) pajedolly - s314
9€9 979 929 929 979 2y{o3dg yeoH [esolaeyeq - 314
I ETE]

£z8'04 19204 66901 6£9'0L 81501 (wogmay sse) skeq juoned paisnipy
Zl A 4 4} A 10)984 Juswisnipy JuoRedinQ
(74 74 4 74 1474 oav
%2'E9 %629 %979 %E29 %29 fouednooQ
872'6 81’6 916 160'6 9v0'6 skeq jusped
96 95 96 95 9 SOV
%50 %50 %50 %50 %50 Ymosd
D ov9'L _1e9'l £29' 619' SuoISSIWPY WfesH feicieysg
Loy oF oy 0P or spag

UIfeoH |el0Ineyeg

(d) 2207 (d) 1eoe (d) 020z suondwnssy swn(op

(5,000)

1e3dSOH 1SRUSADY LOIBUISEM suondwnssy yjjeay |eoireyag - p uondo




K8 gop'e 5162 b6L'L 19 sosuadxq ojqeLeA (€01

002 G614 061 98} 181 vodsues| - SaoiuIsg peseyaind
|%0C l%0z |%02 |%02 v Lm0
ez 622 572 022 91z poxi4 - $80MISG peseyaing
[0z |%0T |%0z l%oz Twn aseaIl) 80Ug
£0¢ 162 762 98z 082 UOISSIWPY YoAsd /Sd
005 g8y 9lv 14 £5h aiqeLeA - S30jueg paseyaing
66 16 168 0.8 058 SGOIAIBS POSEYDING
luszz l%szz l%szz [%sz2 |7 Yoo
vl 82L [Avi 9'69 1'89 JHjabem
0lg €08 962 062 €82 Joge 19e1ue)
[oage lose {ose Joese Twn 58610 00U
512 92z 92¢ 73 €1z Suojssipy paisnipy/sayddng
ey ¥ap 9y 6Ly €0y seyddng
|%0'1z [0tz J%0'lz | |%0'1z M3S 10 % SY
691’1 Jr 201l 820't 50' Styeueg sakojdw3
loszz |oszz l%szz l%szz aseast abepm
160'6L 158'2L ¥59'GL 066'C. 314/sa6epm pue saueleg
195' 198' 6V2'S L' sebep pue seueleg
EEHESEETEET
. . . . . pasnipy anuaaay Bupesadp Jogig
wv'sh spo'sl 6197} ¥eeTh 8161} 1990 peg 597 ¥dN
%92 %92 %9°L %92 %9, (00 ss87) enusrvy $5019J0 %
{ose't | sigh | 6c2's | s0z't asuedx3 19eq peg
%67 %6C %67 %67 ymor9
WLy 1587} ¥56'Cl £95'Cl B'el (4dN) enuaney Jusped 19N
%6°G %6°G %66 %66 %6'G {00n ssa7) anuaney SS0ID JO %
| €50’} | €20'1 | 566 | 296 | ov6 ) Ay
%0'Ls %0'L4 %0'LL %0'LL %014 {00n $597) Snuaney $5019 Jo %
[ 196 | z68' | 6e8't | 8821 [ ey $S80UBMO|lY [ENOBIUOD
%67 %6T %6C %6Z ymor
WL STl 88.'9) L1894 098's} 3NUBAGY JusRed SSOID
| 819 | ves'z | esv'z | vig'e | z622 anueAsy waneding
%ET %eZ %E'T %7 aseanu) solid
%616 686'S 1818 685 96£'8 uojssiupy Jad anusasy Juspedu)
[ esi'st | 6e2vL | 9gE'pL | wve'el | 295'c) anuaney Juepedul

EINEEN]
(d) Z20Z (d) 120z (d) 0202 (d) 6102 suondwnssy jeisueu

(s.000)
{e3dsOH 1sHUBAPY LoIBUILSEA suondwinssy Yjjeay |esolaeyag - ¢ uondo




%T %2 %0'C 0T

661'T ¥51T (1154 6907 120'T sasuadxg paxi4
%S %S¢C %5C %8¢C YN §moi9
164 [47) {572 %) A% sesuadx3 paxi4 [ejoL
162 [0 €5/ GeL 1yl soueusiuiely pue Suipiing

- - - - - $894 [BUOISSBJ0I]
YiEg CWONE] - Sasusdxs paxid

%8} %8°L %8} %81 YImoio
107} 788"} 86€') yEE') 0i€'l sasuadx3 paxiJ
968 £v8 1£8 818 908 uoneso|ly peswiarg - Jsuo
61 8. 1L 12 9/ aoueInsu|
el 19% (124 6EY j:147 SAlfensiuiwpY g {BJsus9

TENGSON - S950saXS paxid

%S| %S’} %S| %G’} YN UOREDO|lY PEBLISAQ - JSYI0
%0'L %0’} %0°} %01 %0'L aoueInsu|
24 %G %S'C %&'C YN soueuajuiey pue Buipying
%0’} %0’} %0'L %0'} YN $994 |BUOISS9j0Id
%GT %G T %ST %5'T YN SARASIUILIPY °F [BI8UsD)

{d) zz0t {d) 020z () 6102 suondwinssy |eloueury

(s.000)
(edSO 1SRUAADY LOIBLIUSEM suondwnssy yijeaH [eiolaeyag -  uondo




oy9$ 866$ 9664 1818 0128 sasuadx3 JOAO sanuaAdy Jo $589x3
- - {esuadx3) swoou) Buneisdg-uoN JaUQ

- - - asuadx3 Jsaleu| Buneiadg-uoN

- - (asuadx3) swoou| Jusunseau|

%87 %Y %3¢ %1} %8’k ubrep
9¥9$ 866$ 95€$ 1£18 018 suoesado wiouy ($50]) awodu|
/8 106 916 £e6 164 asuadxg Jsalajuy
851 851 861 861 861 uopeioaidaq 1|
260'1 (1N} €91} 9ET'} 08L't uojieziiowy pue uojeloaideq
%902 %6°02 %507 %002 %564 ubizepy
MLT 2L £65°C 12144 o' valiaa
%2’ %E'T %ET %ET ymoIn
15901 81£'04 980°0} 658'6 8£9'6 sasuadx3 Bupessdp jejoL
661'C (1A 1% 690 1207 sesuadxg paxi4
%68 £91'8 G/6'2 16L'2 119'2 sasuadxg sigeleA
%62 %67 %67 %67 ymoi9
'l SHO'El 619'2) | 744} 816'L) sanuoaey Bupesedg fer0)
- - - - - anuaray Bunesadp JaW0
el SHo'el 61971 174441 8.6'11 anuaAsy Juafed 1N

(d) z202 (d) 0207 (d) 6102 JUDWIDLIS BWOdUY

(s.000)

1E3dSOH 1SHUAAPY LOIBUIYSEM suondwinssy yjjeaH |eiolaeyag - uondo




ADDITIONAL NOTE ABOUT THE BEHAVIORAL HEALTH
PRO FORMA

Operating Pro Forma
The behavioral health unit will maintain a 40-bed complement as it is today. Revenue for

psychiatric services following the Washington Adventist Hospital relocation to White Oak was
projected consistent with the reimbursement methodologies applied to Adventist Behavioral
Health, which is currently paid as fee for service for Medicaid and Commercial and Inpatient
Psychiatric Facility PPS (IPF-PPS) for Medicare. Inpatient admissions are projected to grow
0.5% annually while outpatient services are projected to grow 1.0% annually. Revenue inflation
increases were assumed at 2.3% annually which is consistent with average Market Basket
projections. Deductions from revenue were projected at a level consistent with the Adventist
Behavioral Health experience and the Washington Adventist Hospital payer mix.

Full Time Equivalent employees for inpatient and outpatient Behavioral Health in Takoma Park
are projected to remain flat, increasing productivity as volume grows.

Certain expenses will be shared with other occupants of the building, and those expenses were
allocated based on specific methodologies:

e  Building and Maintenance: Starting with the 2014 expenses, and excluding patient care
equipment maintenance, leases and property taxes, as well as reducing the space that will
be taken out of service, the total Building and Maintenance expense was allocated based
on a weighted square footage basis. The weighting adjusts for the 24-hour/7-day patient
care service of the Behavioral Health unit as opposed to tenants who will use the building
during regular office/school hours.

o General & Administrative, Insurance, IT Depreciation and Overhead: These expenses
were allocated based on Net Patient Revenue of the Behavioral Health unit as a percent
of total WAH Net Patient Revenue.

Renovation Capital
The entire Takoma Park project requires $18.1 million in capital investment to renovate the

campus. Of this total, $5.2 million represents the share related to the Behavioral Health Unit.



